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Report of the Special Committee on Taxation. Boston Executive 
Business Association. Boston, Mudge & Son, 1889. — 8vo, 32 pp. 

Report of the Special Tax Commission of Maine appointed under 
resolve of the Legislature approved March 8, i88g. Augusta, 1 890. 
— 8vo, 192 pp. 

Memorandum of a System of Taxation submitted to the Com- 
mittee for the Revision of the Revenue Laws of Pennsylvania. By 
John A. Wright, member of the commission. Harrisburg, 1890. — 
8v o> 33 PP- 

Report of the Revenue Commission appointed by the Act of the 
Legislature of Pennsylvania May 25, i88g. Philadelphia, 1 890. — 
8vo, 198 pp. 

Signs of discontent with our system of state and local taxation are 
multiplying. The four most important official results of the last fifteen 
months lie before me. 

The report of the committee of the Boston Executive Business 
Association was written by Mr. Jonathan A. Lane. It is notable for 
its moderate and common-sense views, and its clear discussion of some 
of the pending problems. The chief recommendations of the report 
are the complete exemption of personalty from local taxation and the 
main reliance for local revenue on realty ; but on the other hand a state 
tax, either on incomes or on personal property, a collateral inheritance 
tax, a direct succession tax on personal property, and the development 
of municipal control over, or management of, economic monopolies on 
the principle that " we believe in the people more than we do in the 
corporations." About the only criticism that can be made on the 
report is that it gives practically a wrong impression of the results of 
the mortgage-exemption tax law ; for, as Mr. Thomas Hill, the chairman 
of the Boston assessors, has shown, the main benefit has accrued not 
to the mortgagors, but to the mortgagees. 

The report of the Maine tax commission is valuable for its facts as 
to the tax system in various commonwealths. The tables make no 
pretence to completeness, but a digest of the legal provisions of the 
most important states is given on such subjects as the listing system, 
equalization, the poll tax, the dog tax, and the taxation of railways, 
insurance companies and savings banks. Some of the tables, however, 
are exceedingly fragmentary. The only one that is complete and 
trustworthy is that published as an appendix concerning the tax on 
insurance companies. 

As regards the report itself, not much can be said in commendation. 
For instance, the commissioners confess " to having been compelled to 
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acknowledge the logical soundness of many views advanced " by recent 
economists, and yet they say that these views " are at variance with the 
conclusions at which we have arrived." Their excuse is that it is " better 
to err upon the side of conservatism." The practical outcome of the 
commissioners' studies is that the failure to reach personalty may be 
overcome by the plan of requiring sworn detailed inventories of all 
property. And the proposed law contains provisions to this effect 
which the commission calls " strong and mandatory." It is the old, 
old story. Personalty escapes; ergo, try to reach it by more rigid 
methods. Of course the result can be foretold. 

The value of the commission's ideas may be gauged by the knowl- 
edge displayed on the general science of finance. Thus on page seven 
we find the remarkable statement that the single tax on land values is 
the system which most European countries have adopted. When the 
present writer wrote to the commission for an explanation, the answer 
was sent that the commissioners had learned this fact from one of his 
own recent articles on taxation ! This was astounding information. 
Again on the very next page the commission utterly confounds the 
single tax on land values with the tax on real estate, whose merit with 
some consists in the assumed fact that it will be diffused throughout the 
community. Further, in discussing the income tax (which they reject), 
they repeat the old error that to tax property and the income from 
property is intolerable, as double taxation. When will our common- 
wealths learn to put the solution of knotty questions of finance into the 
hands of experts instead of laymen ? 

The report is redeemed, however, by some wise suggestions. Thus in 
regard to the taxation of mortgages, it accepts in a large degree the con- 
tention of the present writer, and quotes (page 47) an entire paragraph, 
which it erroneously credits to Amasa Walker. The practical conclusion 
is the recommendation of the Massachusetts system, namely, to regard 
the mortgage as real estate and divide the tax between mortgagor and 
mortgagee. But the commission seems to be ignorant of the provisions 
of the California and Oregon laws, which avoid many of the practical 
evils of the Massachusetts system. 

In regard to new taxes, the commission proposes the collateral inheri- 
tance tax, a tax on all private and special acts passed by the legislature 
and an extension of the corporation taxes. The changes in the proposed 
bill as to corporations are as follows: (1) All insurance companies are 
taxed two per cent on gross receipts less certain deductions. The tax on 
the surplus funds of domestic life insurance companies is increased from 
one-half to three-fourths of one per cent. The reciprocal act is retained. 
Unlicensed insurance companies, the so-called mills-mutual or factory 
companies, are subjected to the same license fees as other companies. 
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(2) The only change as to railroads is that the limitation of the gradu- 
ated gross-receipts tax to three and one-fourth per cent is abolished, the 
rate increasing one-fourth of one per cent with every $750 of gross 
receipts per mile. (3) Savings banks are taxed from one-half of one 
to one per cent on their deposits and accumulations. (4) A so-called 
" corporate franchise " tax of one-tenth of one per cent upon the capital 
stock at par is imposed on all corporations not already subject to an 
annual state tax, except manufacturing, mining, quarrying, gas, water, 
light and heat companies. 

It will be seen that the Maine commission simply recommends an ex- 
tension of the present system, and that the only important changes are 
the rigid listing system, the collateral inheritance tax and the corporate 
franchise tax. The proposed bill bids fair to be adopted. 

Of far more importance are the papers contained in the recent Penn- 
sylvania report. Pennsylvania is the only state in the Union which has 
seriously grappled with the problem of reaching the abilities of those 
that receive a revenue from other elements besides real estate. The 
great revenue laws of 1879, 1885 and 1889 nave P ut ner easily into the 
front rank of our commonwealths. Yet just because so much progress 
has been made, the demand for further reform is stronger in Pennsylvania 
than anywhere else. 

The commission of eight members was unable to agree. We find in 
consequence four separate reports, of very unequal value. The majority 
report, signed by five members, is by all means the weakest, as it is the 
shortest — only eight pages. As there is exceedingly little prospect of 
this report being adopted in such a progressive state as Pennsylvania, 
we may pass it by with scant notice. The main point of the majority, 
who disclaim any attempt to change the system of state taxation, is to 
improve the local tax system by compelling every person to answer a 
list of interrogatories as to the personal property owned by him, and to 
provide for the publication of all details on the principle that " fraud and 
injustice can live in a healthy moral atmosphere only so long as it [«V] 
remains concealed." All moneys and credits are made taxable and 
every obligation or evidence of debt that is not returned in the assess- 
ment list shall be uncollectible by suit, and all interest earned shall be 
forfeited. In other words, the majority would institute a system by the 
side of which the most inquisitorial income tax ever known would be 
a mere plaything. To suppose that Pennsylvania will ever take such a 
retrograde step is to insult the judgment of her legislators. Furthermore 
all transportation and " transmission " companies are to be made liable 
to local taxation in the following manner : the average value per mile of 
the entire property shall be ascertained, and each county shall lay a tax 
of four mills on this average value multiplied by the mileage in the county. 
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Of course this plan is most crude ; for the large cities or towns in which 
the property or terminals are of immense value would get no more 
revenue than the little villages or hamlets. Average value according 
to mileage is an absolutely illogical and inequitable basis for local 
taxation, because some localities will get far more and some far less 
than their just share. In short, there is scarcely a recommendation in 
the majority report which does not fly in the face of all experience and 
contradict the teachings of sound finance. 

As a result the three minority reports all savagely attack the majority 
report. The auditor-general, Mr. McCamant, brings in a bill of his 
own, the main feature of which is the relief of local taxation at the 
expense of state revenue. He proposes that the commonwealth treas- 
ury assume a further share of the expenses of local government, or that 
it relinquish to the counties some more of its surplus revenues, and 
furthermore that local taxes be imposed on moneyed capital, capital 
invested in business, shares of stock in corporations and gross earnings 
of private bankers and brokers. He anticipates a revenue of $3,500,000 
from these local taxes. Mr. Albert S. Bolles approves of the income 
tax project to be mentioned in a moment. His report is especially 
noteworthy for the few words he has to say on the tendency towards 
inequality as the result of the incidence of the property tax. He main- 
tains that the chief revenue of the state should be from railroads, and 
that most of the other objects of taxation should be surrendered to the 
counties. 

By all means the chief part of the report, both in quantity and quality, 
consists in the three papers by John A. Wright, one of which has been 
republished separately as a Memorandum of a System of Taxation. 
These papers constitute what is really the first comprehensive plan 
ever submitted to the American public for an adjustment of the whole 
system of state and local taxation. They deserve our careful atten- 
tion. 

As regards state taxation, Mr. Wright lays down twelve principles, all 
of which may be summed up in the words : an universal income tax, 
without deduction for debt, without exemptions, without differences of 
rate, applied to individuals and firms as well as to private corporations. 
He shows that Pennsylvania practically has indirect income taxes already 
in the mercantile license taxes and the occupation taxes, and direct par- 
tial income taxes on bankers, brokers and certain corporations. What 
he desires is an extension and consolidation of this system. His 
plan is that the state should tax (1) the net income of all corpora- 
tions, with a few exceptions, (z) the amount of sales of all dealers, firms, 
etc., (3) the gross income of all individuals from trades, professions and 
occupations, with provisions to prevent inquisitorial proceedings. On 



1 86 POLITICAL SCIENCE QUARTERLY. [Vol. VI. 

the other hand the local divisions should tax real estate, horses, mules, 
oxen and vehicles, and should levy certain licenses. 

There are many striking points in Mr. Wright's papers. His scathing 
criticisms of the majority report, his appreciation of the injustice of the 
property tax, his argument that revenue and not property should be the 
basis of taxation, his proof that an income tax is really less inquisitorial 
than a property tax, his appreciation of some of the difficulties of inter- 
state taxation — all these put the three papers in the very front rank of 
the literature on American finance. But on the other hand many criti- 
cisms might be made to show that Mr. Wright is not acquainted 
with the latest and best results of science. Thus whole subjects are 
entirely ignored — such as the question of graduated taxation, of the 
distinction between permanent and precarious incomes, and of the 
many problems of double taxation connected with the income tax. 
The subject is not so simple as Mr. Wright supposes. Furthermore 
there are many evidences of immature, or at all events of not sufficiently 
penetrating thought — as on the whole subject of debt exemption, where 
the writer's conclusions are not at all in accord with the latest results 
of science ; on the subject of incidence of taxation, where the erroneous 
diffusion theory of Canard and Thiers is again dished up to us ; on the 
protection theory of taxation ; on the question of deductions from in- 
come, where the conclusions are very arbitrary. What we need in this 
country is a really scientific discussion of the income tax from all its 
sides. This Mr. Wright has not given us, probably because he is unac- 
quainted with the theory and practice both here and abroad. But with 
all its faults, Mr. Wright's report is by far the best official document 
hitherto published in the United States on the subject of local finance. 

Finally, one last word of criticism — a word that I hope will before 
long be expanded into a monograph. Are not the advocates of the 
income tax in this country somewhat too optimistic ? Do they reckon 
sufficiently with the unquestioned opposition to its enforcement, and the 
probable inadequacy of its administration? Is it not far better as a piece 
of practical policy to present the alternative plan of what Mr. Wright 
himself calls indirect income taxation? Such a system has never yet 
been worked out in America. We are all agreed in our opposition to 
the property tax and in our desire to abolish the tax on personalty. We 
are also all agreed that the resulting burden on real estate must be 
diminished. And if there is no immediate prospect of an adequate 
taxation of personal incomes, the question arises : How can equality of 
taxation be attained? To this no answer has yet been given in the 
United States. It is the one problem with which students of public 
finance must grapple. In my judgment, at least, the problem is not 
insoluble. E. R. A. S. 



